chooses between the individual and the group, between the private and the public group, and between more and less democracy within groups. In each instance the principle of subsidiarity is a proper guide to the correct choice because the members of human society are persons, with the perfections and imperfections of persons. That is to say -taking the three justifications for the principle of subsidiarity in inverse order -rulers are not always able to do what is best for their subjects; even when they are able, they are not always willing; even when they are able and willing, the members may prefer to do it for themselves, for even good government is not a substitute for selfgovernment when the governed are persons. [Becker, pp. 8-9, emphasis added].
Becker adds that subsidiarity implies that "decision making should be shared as widely as possible" and that in political affairs "maximum democracy means full and direct participation by every member in every decision the group makes." [Becker, Though it constrains freedom to do as one pleases, the third way -private, voluntary group decision-making -limits the need for the state to intervene in economic affairs thereby protecting the individual from an even greater loss of freedom from constraint. Solidarism is an economic system that is constructed around a market structure in which decision-making is shared by private persons, private groups, and public authorities but is located preferentially in private persons who notwithstanding their human imperfections have the necessary competency to know their own needs and wants and therefore should be largely free to do as they please, to control the process that helps them meet those needs and satisfy those wants. At times, however, private persons are unable to address their own needs and wants as for example when market forces relocate economic resources in a way that creates local pockets of unemployment and poverty or persons find themselves at cross purposes as with disputes between employers and workers. Under those circumstances, solidarism proposes the establishment of private groups such as supra-firm alliances (see below) to intervene and help these persons sort through the issues that are keeping them from serving their own best interests. These private groups are grounded in solidarity in that they arise from agreement to pursue a specific objective not as private persons acting alone but through private group action. This action is not collusive in nature as long as the parties involved are not motivated by the opportunities to exploit others not included in the group. In keeping with solidarism's contemporary rootedness in personalism, we prefer to change from "solidarist economy" to "personalist economy" where instead of referring to the economic agent as homo economicus we substitute the acting person. The essence of the difference between these two representations of the economic agent is as follows. Homo economicus is an autonomous, utility-maximizing individual functioning mechanically in a physical world where pleasure and pain are measured and compared in a decision-making process that is entirely rational and essentially passive. The acting person is an embodied spirit who addresses the needs and wants of the body and spirit in a decision-making process that is rational at times, emotional at other times, but is essentially active because the acting person is a living, breathing, existential actuality, not a utility-calculating machine. Positing homo economicus as machine-like allows orthodox economists to 
In addition to

Following
WHAT ROLE DOES ECONOMIC FREEDOM PLAY IN A MARKET ECONOMY?
Competition organizes economics affairs on the basis of the human disposition to undertake certain tasks individually for the individual reward. To function effectively, competition depends on society valuing economic freedom because how does competition come into play if human beings do not enjoy the freedom necessary to compete? Here we refer to freedom to do as one pleases and freedom from constraint by others, especially the government.
Perhaps no one depends more on economic freedom in economic affairs -freedom to do as one pleases and freedom from constraint --than the entrepreneur who triggers change in five ways. In the marketplace, the entrepreneur introduces a new good or service and penetrates a new market. In the workplace, the entrepreneur utilizes different materials in the production process, introduces a new process of production, and develops a new way of organizing, managing, administering a business enterprise. At times, more than one type of change is necessary for success. For example, introducing a new product may require a change in the process of production.
Entrepreneurs are persistent. Indeed, Schumpeter identifies persistence as the key personal trait of the entrepreneur, setting him/her apart from others. The entrepreneur is dogged in the pursuit of his/her innovational ideas, and simply does not give up in the face of opposition. Entrepreneurs are visionary in the sense that they see opportunities and possibilities where others see nothing beyond the present. Large established companies resist entrepreneurial change in a way that is reminiscent of Newton's third principle of motion: for every action there is an equal and opposite reaction. Thus entrepreneurs often are associated with small companies including ones that they themselves established specifically to implement their innovational ideas. They are driven at times by the survival needs of the company, but are not always successful. However, they are more likely to accept the risk of failing and to try again in a culture where failure in business does not spell personal failure and they are free to act in economic affairs.
Left free to do as they please, successful entrepreneurs engage in a dynamic process that has two major effects. First, they create new business enterprises, new jobs, new resource requirements that translate into new opportunities for workers, resource holders, suppliers, investors, and communities. At the same time, they destroy old business enterprises, old jobs, established supplier networks that translate into financial hardship or ruin for other workers, resource holders, investors, and communities. The entrepreneur is the quintessential person in action. 
HOW IMPORTANT IS ECONOMIC FREEDOM IN
HOW BEST TO PRESERVE AND PROTECT FREEDOM OF ECONOMIC INITIATIVE?
The principle of subsidiarity states that (1) larger, stronger elements of society should not take on the functions of smaller, weaker elements, but instead (2) should help the smaller, weaker elements function more effectively. That means, for example, if a private company is fully capable of generating electric power, there is no need for power generation to be directly in the hands of the government. Instead, the government might offer the private company tax credits on its investments in new power generation facilities in order to help that company bring that power on line. It also means that if airport security, for instance, cannot be handled effectively by private companies, the federal government should intervene and take control of security. Thus, subsidiarity protects the private person from an overreaching government and helps assure that he/she will be able to act freely in economic affairs.
By affirming a strong preference for private enterprise compared to public enterprise, the principle of subsidiarity effectively decentralizes ownership and control of economic activities that in turn lead to (1) a greater diversity of goods and services produced because entrepreneurs have a freer hand; (2) a smaller risk that large-scale mistakes will be made because in general private enterprises are smaller than public enterprises; and (3) private enterprises that are more responsive to their customers because they are driven by the profit motive. The principle of subsidiarity encourages a sense of community through the establishment of private organizations midway between the state and the person. There are two kinds of intermediary bodies in the economic order that are of special interest: supra-firm alliances and inter-firm partnerships. These bodies fulfill the general functions of the "vocational groups" that Pius XI refers to in his 1931 encyclical Quadragesimo Anno. In contrast to orthodox economics that perceives cooperation as invariably zero-sum collusive behavior, personalist economics sees it as having positivesum possibilities.
An inter-firm partnership is cooperation between two or more firms in which there are no new formal organizational arrangements. A supra-firm alliance is cooperation between two or more firms by means of a distinct, formal organization that has a staff and its own decision-making role. Of the two, the supra-firm alliance is the more complex organization and more subject to attack as a collusive agreement.
Cooperation and decentralization of decision-making occur within business enterprises and organizations as, for example, when workers are empowered to participate in decisionmaking through the establishment of quality circles and large companies are restructured to allow their subsidiaries more control over decisions. These too represent subsidiarity in action as "subsidiaries" implies. However, they are not addressed herein because they are already well-known and documented and in general involve a single functional unit wherein competition is subordinate to cooperation whereas partnerships and alliances occur across functional units wherein competition has to be dampened for cooperation to come to the fore.
Inter-firm Partnership.
An inter-firm partnership involves a nonformalized understanding between, for example, a producer and supplier, an employer and employment agency, an entrepreneur and a banker in which their day-to-day relationship is governed by more than the profitmaximization rule. Such an understanding may arise initially from firms' sharing common space such as a parking lot or garage, a hallway or elevator, a loading dock or delivery agent. An understanding may arise even among competing firms that form a critical mass in one location in order to better serve each one's best interests without exploiting the others involved. Examples abound in the United States both today and years ago: Chicago (railroads), Detroit (autos), Silicon Valley (computing), Pittsburgh (steel), Milwaukee (beer), New York (finances), Boston (medical education), St. Louis (shoes). Such partnerships, known locally as "antique alley," "farmers market," "restaurant row," or "flea market," develop even in small cities.
Supra-firm Alliance. To be an authentically separate level of decision-making, the supra-firm alliance must be formalized and largely independent of the larger and more powerful public authority. The supra-firm alliance must be voluntary (so as not to usurp control from a member of the group that is functioning satisfactorily) and representative of the various private-individual organizations that are allied (so as to know more precisely its own domain). The supra-firm alliance should be supportive but nonintrusive in the sense that if a member encounters organization-specific dysfunction in the workplace and asks for assistance, the group should be ready and willing to provide whatever help it can in order to deal with the dysfunction in a satisfactory fashion. At the supra-firm level, control of the workplace proceeds not through owning property but through sharing problems. Thus, the workplace at the supra-firm level may be defined as any work site(s) where dysfunction is occurring that cannot be managed satisfactorily at the intra-firm level and where the immediately affected persons voluntarily request assistance from a private group of persons, all of whom are familiar with the work site(s), understand the dysfunction occurring there, and have some direct interest in the good or service produced there.
The supra-firm alliance is to the economic order what the vital organ is to the human body. Just as vital organs in the human body are specialized cells with a specific function that is essential to physical health and well-being, so too the supra-firm alliance is a specialized group (often, in an industry sense) of private parties to provide for the well-being of the economic order. Dysfunction is as inevitable in the economic order without such alliances as illness is in the human body with a failing or missing vital organ.
Supra-firm cooperation falls into two general classes: industry-specific and area-specific. As to the industry-specific type, the cooperating firms likely are competitors in the product market. With respect to the area-specific variety, the allies may compete in the product market and probably compete in the resource market, particularly the labor market. The following six examples reflect the great diversity of such alliances, and drive home the lesson in subsidiarity that when private enterprise acting alone cannot manage certain problems it is not necessary to turn immediately to government for assistance.
United Way is a well-established and highly-regarded organization operating in many U.S. cities that brings together local business enterprises and other organizations to raise funds to help those in the area who are needy. It is a prime example of a supra-firm alliance that allows the member organizations to be more effective in addressing unmet need collectively than they would be acting individually. United Way brings the source of assistance closer to the needy, enabling it to assess those needs more accurately, thereby reducing the need for government intervention. United Way is an area-specific alliance. AbeBooks and Business Software Alliance are industry-specific. PRIDE, LOOP, and GAMA are both area-specific and industry-specific. The Appendix contains several other examples of supra-firm alliances.
Cooperation Is Not Collusion.
Ever since Smith's Wealth of Nations economists have stressed that competition is the force that organizes and energizes the market economy. Any effort to dampen competition, they have argued for more than two centuries, is harmful and for that reason is looked at askance.
It follows that in orthodox economics, supra-firm alliances and inter-firm partnerships are largely regarded as collusive, as deliberate efforts on the part of producers to extract from consumers by devious means what they are not able to earn honestly through competition. All such practices are characterized as zero-sum arrangements that are to be exposed and rooted out.
We are not naive in this matter. Collusion and zero-sum practices for well over a century have plagued the U.S. market economy and have been used to victimize less powerful persons such as consumers, small businesses, and taxpayers. It is fully appropriate to break up such practices and to prosecute and punish the perpetrators.
Even so, we are not blind either. Cooperation also organizes and drives the market economy, although more so in an economic order where the social value of community is prized along with the social value of individual freedom that undergirds competition.
The alliances and partnerships that we have in mind are expressions of the organizing and energizing force of cooperation. What distinguishes these alliances and partnerships from collusive arrangements is that they yield positive-sum outcomes. Rather than being condemned, these types of alliances and partnerships should be affirmed as means that ultimately help meet human material need and satisfy human wants.
Positive-sum cooperation at both the supra-firm level and the inter-firm level is entrepreneurial because it represents a change in the way economic affairs are organized and conducted. In the United States, inter-firm and supra-firm cooperation evoke the usual resistance that all entrepreneurs encounter. The successful entrepreneur understands at least intuitively that cooperation is not a substitute for competition and that cooperation is not possible without striking a new balance between the sociality of human beings and their individuality.
CONCLUDING COMMENTS
John Paul rejects the notion that the Church has a preferred system for organizing economic affairs. Instead he argues that economies must be organized "through the efforts of all those who responsibly confront concrete problems in all their social, economic, political, and cultural aspects, as these interact with one another." [John Paul 1991, §43] . In this regard he underscores the importance of the market, private enterprise, the common good, economic freedom, subsidiarity, solidarity, worker participation in Our personal on-site experience at LOOP, PRIDE, and GAMA indicates that these private, voluntary groups emerge not to apply the principle of subsidiarity to economic affairs or to implement Catholic social teaching, but in response to problems that cannot be addressed by individuals acting alone or are better addressed through group action. The group organization is not profit-maximizing, though it can help improve the profits of its members by resolving the problems besetting those members.
The economics profession needs to recognize that besides capitalism and socialism there is a third way -a personalist economy --to organize economic affairs. John Paul and others have supplied a modern philosophical foundation --personalism --to replace the absolutist individualism of the capitalist system and the suffocating collectivism of socialist regimes that he condemns in Centesimus Annus.
A personalist economy is organized around John Paul's recommendations from Centesimus Annus, specifically the following: the market, private enterprise, the common good, economic freedom, subsidiarity, solidarity, worker participation in enterprise decisionmaking, the universal destination of the world's goods, and the legitimacy of profit. [John More work must be done to accumulate the evidence indicating that a personalist market economy offers a viable and practical "third way." This work entails identifying intermediary bodies, especially supra-firm alliances, that are positive-sum arrangements for addressing problems in the marketplace or workplace that cannot be addressed successfully through individuals acting alone.
At a time when big government is getting bigger, creating even greater distance between decision-makers and the persons affected by their decisions, intermediary alliances based on non-collusive cooperation such as PRIDE and LOOP offer promise for slowing the growth of big government, thereby helping preserve the free exercise of economic initiative and demonstrating the viability of a personalist economy.
With its heavy reliance on intermediary groups to preserve and protect economic freedom, a personalist economy represents a viable alternative to the absolutist individualism of capitalism and the suffocating collectivism of socialism. The evidence that we have presented herein, which we submit breaks the stereotype of private group decision-making as necessarily and exclusively collusive, demonstrates that a personalist economy is more than a viable alternative. In the United States it is a functioning reality with promise of someday finally defeating socialism as the only option available for a dysfunctioning capitalist economy.
